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APPLICABILITY OF LEX LOCI CONTRACTUS TO DETERMINE STOCK- 
HOLDERS' LIABILITY FOR CORPORATION DEBTS 

It is asserted by the text-writers with complete unanimity that 
the individual liability of stockholders for corporation debts is 
to be determined exclusively by the law of the state of incorpora- 
tion. 1 The multitudinous cases commonly cited for this proposi- 
tion seem, however, entirely inadequate to sustain it. 2 For in these 
cases, with only one or two exceptions, 3 the only point squarely 
presented to the court was whether a non-resident stockholder 
was liable under the law of the place of incorporation ; and there 
was nothing to show that the place of incorporation was not 
also the place where the corporation debt was contracted. 

1 Beale, Foreign Corporations, sec. 442. "In all these cases the existence 
of the obligation is to be determined by the law of the State of charter. 
That law creates the obligation, and that alone can determine what liability 
it has created." 

2 Professor W. N. Hohfeld, The Individual Liability of Stockholders 
and the Conflict of Laws, 10 Col. L. Rev. 294, n. 24 

3 Hutchins v. New England Coal Mining Co. (1862) 4 Allen (Mass.) 
580; analyzed and explained, 10 Col. L. Rev. 532. 

[143] 
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More recently, however, this problem has been defintely raised 
in a series of important decisions 4 growing out of the California 
statute 5 declaring every stockholder of a corporation, "domestic" 
or "foreign," individually liable for his proportionate share of 
the debts and liabilities of the corporation. The case of Provident 
Gold Mining Co. v. Haynes 9 is an interesting and important 
extension of this series of cases. A corporation was formed in 
Arizona for the purpose of doing business in Arizona or in any 
other state or territory at the discretion of the board of directors. 
The corporation incurred debts in California ; and the defendant, 
a California stockholder, was held individually liable even though 
by the Arizona law the liability of the stockholders was expressly 
limited. 7 

The first case under the California statute was Pinney v. 
Nelson. 8 A corporation was formed in Colorado with only 
limited liability of stockholders as provided by the Colorado law. 
By the express terms of the charter, the corporation could do 
business in California. Business was done in that state ; and the 
court held that the stockholder became bound by the laws of the 
state specifically mentioned in the charter ; that he would be held 
individually liable for his proportionate share of the debts of the 
corporation according to the California statute. 

In the next important case of the series, Thomas v. Mathies- 
sen* the defendant, a citizen of New York and a stockholder in 
an Arizona corporation, was at all times, as he alleged, without 
knowledge of the California statute. The corporation having 
been specifically authorized by the articles to do business in 
California as well as elsewhere, constructed a hotel and in con- 
nection therewith contracted debts in that state. The case differed 
from Pinney v. Nelson in that (i) the articles of incorporation 

* Pinney v. Nelson (1901) 183 U. S. 144; Peck v. Noee (1908) 154 Cal. 
351; Thomas v. Wentworth Hotel Co. (1910) 158 Cal. 275; Thomas v. 
Mathiessen (1914) 232 U. S. 221. In these cases the California statute 
was held valid and applicable. Contra, Risdon Iron and Locomotive 
Works v. Furness [1916] I K. B. 49. 

5 Const, art. xii, sec. 3 ; Civ. Code, sec. 322. 

8 (1916) 159 Cal. 155. 

7 "The private property of every stockholder in the corporation shall 
be forever exempt from liability for the corporate debts of the corpora- 
tion." 

8 (1901) 183 U. S., 144. 

9 (1914) 232 U. S., 221. 
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as well as the state law expressly provided for limitation of the 
stockholders' liability; (2) the defendant was not a citizen and 
a resident of the state of incorporation or of California; (3) 
the action was brought in the federal court of New York instead 
of the California courts. Both the United States District Court 10 
and the Circuit Court of Appeals 11 held that, in spite of the 
evident intention of the Colifornia statute, the defendant could 
not be made liable thereby; but the Supreme Court, reversing 
the lower courts' decision, held the defendant stockholder liable 
for his proportionate share of the corporation debts. 

It is but a step forward to the problem of the principal case. 
The corporation was organized in Arizona to do business in that 
state or "in any other state or territory as the board of directors 
may from time to time deem necessary and expedient." Although 
California was not mentioned in the articles of incorporation 
as in the previous cases, a general authorization to do business 
in the state was given and the court held the defendant for his 
share of the corporation debts. This is in conflict with Risdon 
Iron and Locomotive Works v. Fumess 12 decided by the English 
Court of Appeal. This case was, however, seriously criticized 
in a series of articles appearing at the time, 18 and it was main- 
tained in the latter that the analogies and authorities as a whole 
supported the view now adopted in the principal case. 

A. S. B. 



SUBSEQUENT VALIDATION OF AN ILLEGAL MARRIAGE 

A man who had a wife undivorced entered into a ceremonial 
form of marriage with another woman who did not know of 
the former marriage. They cohabited as husband and wife for 
many years and continued to do so after the death of the first 
wife. An undivided court held that upon the death of the first 
wife they would thereafter be considered as lawfully married. 1 

10 (1909) 170 Fed. 362. 

11 (1911) 192 Fed. 495. 

12 [1905] 1 K. B. 304, affirmed [1906] 1 K. B. 49. 

13 Professor W. N. Hohfeld, Nature of Stockholders' Individual Lia- 
bility for Corporation Debts. 9 Col. L. Rev. 285 ; The Individual Liability 
of Stockholders and the Conflict of Laws. 9 Col. L. Rev. 442; 10 Col. L. 
Rev. 283 ; 10 Col. L. Rev. 520. 

1 Smith v. Reed (1916) 89 S. E. (Ga.) 815. 



